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Build or Buy:That Is The Question

by Seve Prisoc

Sooner or later ClOswill facethechoiceof either building or buyingan
essential softwareapplication. Most organizationsrequireat |east one
coresystemthat managestheorgani zation'sbusinessand whenthat
systemreachestheend of itslifespan, thebuild/buy decisionmust be
made.

For justi ceagencies, someexampl esof thesecoresystemsarecase
management Systemsserving prosecutors, defenseattorneysand courts,
criminal history systemsthat servetheentirejusticeenterprise; andpolice
recordsmanagement systemsthat track arrestsandincidents. Inyears
past, thesesystemswerenot avail ableasoff-the-shel f applicationsbut
weretypically builtin-house, usinglegacy technol ogies. Most of these
legacy systemsarelimited andinflexiblewhencomparedwithnewer
offerings, and many arenolonger maintainedby their original vendors. In
addition, continued useof thesesystemscanberisky whentheir
underlying platformsand databaseenginesbecomeobsol eteor whenthe
original devel opersof thesystemretireor leavefor greener pastures.

Whenreplacinganexistingsystem, themostimportant decisionpoint
will bewhether tocustom devel opanew system, whichcouldinclude
either devel opingin-houseor outsourcing, or purchasingacommercial
off-the-shelf (COTS) applicationand havingit customizedtofit particular
businessneeds. Neither choiceisentirely risk-freeandbothwill likely
involves gnificant expense. Thismakesthechoi cebetween build and buy
animportant decision.

Thereareanumber of hard questionsthat must beansweredbeforea
build/buy decisioncanbemade. Unfortunately, theresnomagicformula
that can beapplied andfrequently thechoicewill bethelesser of two
evils. Whichever way thedecisiongoes, therisk of failurecanbehigh
andtherearenoguaranteesof success. Conventional wisdom hasit that
purchasingasystem off-the-shelf isthemost risk-freeapproach but there
areseveral factorsthat can makeoff-the-shelf purchasesvery risky, such
asfuturevendor instability or theneed toextensively customizean off-
the-shelf solutiontomakeit usable. Such extensivecustomizationcarries
all of therisk of in-housedevel opment sincecustomi zation canquickly
turnintoanexpensiveredevel opment project.

Hereareafew key issuesto consider beforemakingabuil d/buy
decison:

1) Can thebusiness need be met by an off-the-shelf-system? Isthe
needed application availablefromavendor asausable COT Sor areall
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availableapplicationsinneedof
heavy customization?If available
applicationsrequiresignificant
customization, purchasinga
COTSapplicationmayinvolveas
muchrisk asanin-housebuild. If
S0, in-housedevel opment may be
thebest method. Ontheother
hand, if anaffordable COTS
applicationexigtsthat actually
meetsthebusinessneed, it's
usually amistaketoconsiderin-
housedevel opment.

2) Do you have needed inter nal
resour ces? Evenif anin-house
buildmakessense, doyouhave
theinternal resourcesneededto
actually accomplishthetask?

M ost government agenciesdon't
havethein-houseta ent or project
management resourcesneededto
succeedwithalengthy, complex
development effort. Asan
example,theleve of effort
requiredtobuildafull-featured
court casemanagement
applicationismuchgreater than
theeffortrequiredfor developing
small departmental applications,
whicharetypically builtby oneor
twoprogrammers.

Buildingacourtcase
management applicationwill likely
requiresignificant programmer
trainingandretraining. Inaddition,
in-housedevel opmentwill require
full-timeexpert project managers
tomaintaincoordination between
thevariousparticipantsand
managematerial resources.

3. Haveyou considered the
cost of lost opportunities? If
youdecidethat youreally dohave
theinternal resourcesneededto
accomplishthetask, youmust
thenaskif thesystemwill truly

costlesstobuildin-housethanto
outsource. Whenanswering, you
must factor inthecost of lost
opportunity. Inother words, to
really understandthetruecost of
buildingin-houseyouneedto
determinewhat taskswill go
undoneor requireoutsourcingif
your project management and
programmingresourcesare
completely dedicatedtoadifficult,
lengthy project.

Tocomeupwithanaccurate
costfigureyou shouldconsider
thecost of nottakingonall of the
devel opment projectsyour
programmerswouldhavebeen
abletoaccomplishhadthey been
available. Onceyouhave
projectedthis“lost opportunity”
cost, add theanticipated
management costsof thenew
devel opment project plusall other
costsof in-housedevel opment-
equipment, softwarelicensing,
officespace, etc.

4) Haveyou really consider ed
therisks? Riskisavery
important considerationandisone
thatmost I T managers
underestimate. Y oushould
honestly assessthecost of failure
toyou, your staff andyour
organization, andthendetermineif
youcanreally endurethem. A
mission-critica devel opmenteffort
thatfailswill likelyforcesignificant
personnel changes, startingat the
top, soif youvalueyourjobyou'd
better besurethat you can meet
theextremechallengeof anin-
housebuild.

Evenif youarecertainthat you
canbuildabetter systemfor less,
itwouldbeahugemistaketo
discountthepotentia costfailure.

Severa studiesonprojectfailure
havebeenpublishedinthelast
decadeand mostindicatethat the
chancesof achallenged project
arequitehigh.

Mostwhostudy projectfailure
agreethat thechancesof alarge
I'T projectsgnificantly exceeding
budget or timealotmentsare
about forty percent, andtheodds
of failingoutrightarearoundthirty
percent. Theseoddswoul dn't
attract arational gambler andthey
shouldn'tbevery attractiveto
rationa I T managers.

5) Canyou build thenew
systemintime?Evenifyouare
confident that youcanbuildthe
systemforless, canyoubuildit
fast enough?For most government
organizations, theattritionratefor
superior programmersand proj ect
managersismuchhigher thanitis
foraveragel T employeesand
evenaveragequality I T employees
leaveorganizationsmorequickly
thannon-1T employees.

If you'recountingonafew
high-performingindividuastohelp
youmeetyour deadlinesand
deliveryour project, besureto
factorinthepossiblecost of losing
oneor moreof your best people
andbeingforcedtorecruitand
trainnew people. Evenif your
best peoplestay for theduration
of theproject, youmustfactorin
illness, family emergencies,and
other absenceswhencommitting
todeadlines.

Whileyoucanaccurately
predict theneedfor material
project resources, your human
resourceneed might bethemost
difficultvariabletocontral.



